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SUBJECT: FOREST PRODUCTS CORP. COMPLAINT 

1. DESK CONTACTED MAY 14 BY E.V. PEDERSEN. PRESIDENT, 

FOREST PRODUCTS CORP., HOUSTON, TEXAS. BARELY ABLE TO 
CONTAIN HIS SENSE OF RIGHTEOUS INDIGNATION, PEDERSEN 
RECOUNTED IN DISJOINTED FASHION HIGHLIGHTS OF HIS 
TROUBLES WITH HIS FORMER JOINT VENTURE PARTNER AND WITH 
GOI SINCE EARLY 1973. SOME OF THESE HE HAD CONVEYED 
EARLIER TO HARARY AT EMBASSY AND TO EA OFFICERS IN 1973. 
STRONG IMPRESSION THAT HE DESPAIRED OF ANY REAL HELP FROM 
EMBASSY AND DEPARTMENT BUT HAD BEEN ADVISED BY LAWYERS TO 
KEEP USG IN PICTURE. 

2. FROM PHONE CONVERSATION WE UNABLE PRESENT DEPENDABLE 
ACCOUNT OF HIS PROBLEM. APPARENTLY, FOREST PRODUCTS 
RECEIVED FORESTRY OPERATIONS AGREEMENT (TYPE AND NATURE 
NOT DEFINED) FROM GOI IN JULY 1971 AS JOINT VENTURE 
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PARTNER WITH P.T. TELAGA MAS KALIMANTAN CO. (ACCORDING 
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PEDERSEN, FOREST PRODUCTS ACCEPTED TELAGA AS PARTNER 
ONLY AS RESULT STRONG SIGNALS FROM GOI OFFICIALS THAT THIS 
WAS REQUIRED IF FOREST PRODUCTS WANTED APPROVAL TO OPERATE). 
FOR REASONS THAT ARE NOT CLEAR, BUT WHICH RELATED TO 
MATTERS IN PARA 3, PARTNERSHIP SOON FELL APART. TELAGA MAS 

IN FEBRUARY 1973 ALLEGEDLY "BOUGHT'' SOME KIND OF 
FAVORABLE LOCAL COURT OPINION, WHICH IT USED SUCCESSFULLY 
TO PERSUADE DIRECTORATE GENERAL OF FORESTRY THAT FOREST 
PRODUCTS CORP. OPERATIONS AGREEMENT SHOULD BE CANCELLED. 
FOREST PRODUCTS THEN INSTITUTED LEGAL ACTION AGAINST 
TELAGA MAS IN INDONESIAN COURTS, REPORTEDLY WINNING ITS 
CASE EACH TIME ON APPEAL, INCLUDING SUPREME COURT. EXACT 
NATURE OF SUIT UNKNOWN, BUT ULTIMATE OBIECTIVE WAS TO 
BRING ABOUT REVALIDATION BY DIRECTORATE GENERAL OF 
FORESTRY OF FOREST PRODUCTS CORP.'S AGREEMENT. DIRECTOR 
GENERAL OF FORESTRY, HOWEVER, HAS APPARENTLY CHOSEN NOT 
TO RECOGNIZE COURT DECISIONS. 

3. PEDERSEN ALLEGES JAPANESE FIRM MITSUI "REAL CULPRIT 1 ' 

IN CASE, BECAUSE IT USED INFORMATION GAINED DURING FOREST 
PRODUCTS' 1971/2 COMMERCIAL INQUIRY ABOUT LOGGING, 
ROADBUILDING AND TRANSPORT EQUIPMENT AND THEN MADE OWN 
ARRANGEMENT WITH TELAGA MAS FOR PURCHASE OF "POACHED" 

LOGS AT CUT-RATE PRICES. 

4. HIS PATIENCE AT AN END, PEDERSEN IS READY TO PURSUE 
FURTHER LEGAL ACTION. CLAIMING ENCOURAGEMENT FROM WORLD 
BANK OFFICIALS, PEDERSEN MAY SEEK ARBITRATION (FOREST 
PRODUCTS VS GOI) IN INTERNATIONAL CENTER FOR SETTLEMENT 

OF INVESTMENT DISPUTES (ICSID). HE INTIMATED FURTHER 
THAT SUITS MAY BE BROUGHT AGAINST MITSUI IN FEDERAL 
AND TEXAS COURTS. 

5. WE PERSUADED PEDERSEN, WE THINK, TO LET EMBASSY 
HAVE OPPORTUNITY FIRST TO LOOK INTO CASE AND DETERMINE 
APPROPRIATENESS OF BRINGING IT TO ATTENTION OF GOI 
OFFICIALS. (IF, AS PEDERSEN ALLEGES, GOI UNABLE OR 
UNWILLING IMPLEMENT DECISIONS OF ITS COURTS WHICH SUPPORT 
CLAIMS OF FOREIGN INVESTORS, THEN CLIMATE WILL BE 
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SERIOUSLY SOURED). 

6. WE HAVE ASSURED PEDERSEN THAT EMBASSY WILL GET IN 
TOUCH WITH HIS LOCAL ATTORNEY, MR. SOELISTIO OF 
SOELISTIO AND MOELIONO IN JAKARTA (TEL: 73494), TO GET 
DETAILS OF FOREST PRODUCTS COMPLAINT AND TO DISCUSS WHAT 
ACTION, IF ANY, MIGHT APPROPRIATELY BE TAKEN. 
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7. PEDERSEN STATES WALL STREET JOURNAL AWARE OF HIS 
DIFFICULTIES WITH GOI BUT HAS WITHHELD STORY SO FAR. 

PEDERSEN DID NOT MENTION OR HINT AT PROSPECTIVE APPROACHES 
TO CONGRESS. 

8. EMBASSY REQUESTED REPORT SUBSTANCE OF FOREST PRODUCTS 

CASE, WITH RECOMMENDATIONS FOR ACTIONS. IF ANY, WHICH 
MIGHT APPROPRIATELY BE TAKEN WITH GOI. KISSINGER 
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